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CZRTIFIEE, HAIL 

Cantlemen: 

Be have considered your applicatian for recogoitioa of euapt ion troa 
Federal i.ncorre tax andar section 501(c)(7) of the I n t m ~ l  Revenue C d s .  

T ~ Q  inftr~ation sub~itted indicates you were incorporated mder the 
nonprofit corprat ion law of *******  on ***** *  * * *  .  

Your stared purposas are t o  sponsor, prc~ote, sngport, dsrelop and advance 
the interests ot  individuals that excel in athletic endeavors and t o  

. . ,-eri*courage b e t t e r ~ n t  of cornunity and social act1 v i  ties for s a i d  atbfetes 
and aaekrs of the corporatisn. 

Your activities ace dances, dinoers, and bus t r i p s .  

Heabership is open to  a l l  persons eighteen years of age or older. 

Incoise is derive4 from contribneims, dues, dances; dinners, bus trips r r d  
sale of food a t  the functions. 

ihpeoditurrta are for rent, repairs to  building, depreci.atfoa, u t i l i t i e s ,  
bus rental, bands, food and supplies, tastes, administration, maintenance, 
advertising, lagal ,  interest, ascouatiag and tontributioas, 

Nor-aembers at; tend tbe dances, dinners and bus trips. Y o o  advertise F u r  
serricos to  the public i a  the Muspaper. 

Section 501(c) (71 of the Intentdl Revenue Code exempts frcn ?&era3 incaw 
tax, c1,ubs organized for pleasure, recreation, and other awn-profi t able 
purposes, substantially a l l  of the acti~itiss of shich are for such 
ptlrposes and n~ part of the net earnings of which inure to  tbe benefit of 
any private sharabolder. 



C.zction 1.SDl lc l  { T i - - i  ui t h e  in.csme Tax Regulatisns yrcct de? as tallows: 

i a i  Th? e x * : r ~ t i c n  ptc?ided by s e ~ t i o ~  5fj1 i a )  icr crganizations 
de . j~r iLs3  i n  sert is; i  5lil!ci 47 j a p p l i c a  coly ts :.el:ibs ztiicil are 
organized .ind C i ~ ~ i l t i ?  C X C L U S ~ S ~ ~ Y  Lor pleasura, rezreatioa. a i d  
I t t . - *  - -.. . .. . .I-L 2-a j . i . . ; f l i ; i ~ i i s  L-urJioseS, ~ U C  act 3 ~ 3 ! ~  t o  RRY ~ f . ~ b  if an3 
p r t  cf its  net ~ a r n i n g s  inntes t g  tbc benefit ot any ~ p i ~ a t e  
shareholder . I n  general,  t h i s  exewption 6xteb43 t.2 ~ x i a L  an4 
r?;r&ai. icfi club. uhich ai-5 si.tpgorle3 s .>leiy k~ #eatership f&as, 
du-:s, *ad assesssefits. Mf.re?er, a c l u b  otherzise e n t i t  l e d  tn 

2;:ernpt isn w i l l  nz.t t8 .rlisquusllified tc;ausa it.  airi is ra;c-aues 5 I ...a 
&+ei;e;s thrcugb CLS use o t  ::lub facilities G r  in c;fific.:ticn o f t h  
c l u b  ~ttivitics. 

(bj R c111L  hi:?^ e~gagefi  irt  business, such as s3Lisg its socia3 
and rr:?rcaticnai f aci ll  ties a v a i l a b l e  t o  thk general public - - - i s  not organized artd operated excluui.;ely for 
plcasur?,  rtcrelt ion, arid other non-prof i tahle  purpcs?s, and 
i s  t o t  er;.?%pt t~ndbr section S 0 l i a ) .  Scl ic . i tst i2n by advertisement 
cr otherxise for p u b l i c  patronage of its faciiities is prima fac i e  
+;.idsnce that \ha cj,lb i s  engagin? ii) businzss am4 is act bsiag 
;rsrated azcfhsiyzly for pi6asure; r&creation, or s ~ c i a l  purp3sos, 

Public Law 98-558 as esplained in Senate Report W;;. 34-1318, putli .shed in 
Curnulati% Bul le t in  1 ~ ' i c - 2 ,  gage 597, provides t h a t  a club exempt frca 
taxa t ion  4t1d doscribed irr sectian 502!c i  (75 3s t c  ke ppetaitterf tc;  ~ e z e i * : ~  
up t o  35% cil .its gross recc:-i.~ts f r c t m  a ccjlrtbinatizjn of inrestsefrt incom~r 
and rsccipts irua oon-meakars ifrow t h f  use of i t s  faci l i t ies  or ser~ iceu)  
so long as the iat ter  do not  reprosant aora thau SS p r m i t  ~f the t o t a l  
receipts.  It  is further stated that i i  an arganizasisn exssede; these 
i ia i t s ,  a l l  of the  facts  and c i r c u m ~ t a ~ c c s  m:iat be -wesidered in 
?I~.ter~aJn'ir,g wI~ath6:r the organizarios q u a l i f  j.es fcrr ez+apt status.  

Revenue R~ilirtg 58-585, 1.954-2, 267, holds  tbat a c lub r i l l  nr;C be denied 
sxemption merely because i t  raceisas income fron the gen~rai publ ic;  t h a t  
is, permns  othcx than eeabers and their bona Pide gblests, or because the  
genera; p u b l i c  on n > ~ ~ a g i ~ [ t  is p e r ~ i t t e d  t s  partic ipate  irr i t 3  a f f a i r s ,  
proyided :?uch participation is inridental t o  o r  i a  farzbarance o t  i t s  
general c h b  prspses dud it aray not be said that ' i n e w ~  rbereiroe is 
istiring t o  memfers. This is generally true where the rsce ip ts  f r c ~  
acn-~arobers are nc w r s  than anough t o  pay their share of the expenses. 



* * * *  * * * * * * *****  * * * * * *  

Ea~cncr- Puling 58-119, gcibtlstteii i u  Gtrrulati-~e BulLetlu 1;5$-1; pa'fs Z f 4 ,  
holds rhet a club a i l 1  nC;t a ~ c ~ ~ ~ a r i l y  1.35~ its ~ Z C C ~ Y  status i f  i t  
d e r i w s  incoaa frst  cther t h m  b t n a  tide ~ s a b 2 r s  aud their  ge?sts, or i f  
the ~ ~ ! T J G s ~ I  public on czl'casion is peraittcd t s  p a r t i ~ i p a t ~  in its atialrsz 
yrr . - i i 44  =lrrh fc*rtifi ,n?ti*n is inridental tn and i n  trlrtharanra of fte 
general c lub pvri;oasri and tha incomc tbereftom I U ~ Y  aot ir~urq t o  aeabers. 
The equestrian club ccnsidered in  t h i s  ruling he ld  an 3linaai st$sple:base 
vh icb  was ciperl ts the general ~; i lb l ic .  Frfze ros sy  was paid from e ~ t r y  
few paid by participants, and gcneral axpznszs ~f the nest =ere paid frcm 
adreissicrrs and sa le  o t  prograas and ~ ; ; f r e s h ~ e o t s .  Ths club diistrittulad 
any net pti:~:e~ds f r ~ , ~  the  m e t  t~ c!iarity. Thertfttre, i t  was beld the  
m e t  cat not operstsd t o  sake A p r o f i t ,  arid the inccae frm ~3n-mesbers 
d i d  not: Iriltre t o  tbe  bsnefit of members. Tbe club's sxeaption ras nct 
jeopardized by u~n-eeahr  participation in its anaual me+t- 

In liberalizing t h e  amorint of non-masher inc~ iae  tha t  cculd be rece i~ed  by 
social  c lubs ,  Cougressioasl Csmeittes k p o r t s  s t a t e  that the a~andmsnt 
(Publ ic  Law 34.5651 Gas nut i t t ~ n r l e d  t3 f i e r ~ i t  soci.?l clubs t o  r e c e i e ,  
*Fen v i i k i n  the allowable guidelines for outside income, Jncsae froa tba 
a c t i v d  crjoduct of btisinesses not traditionally carried cn by s-xia1 
z l u b s .  {Senate Report Ms. 34-1318 23 Sessioa, 1476-2 C,b. 545.! 

Raoeat~e Ruling 65 -63 ,  g~blishzd i n  Cltlaulati~e B'tlleCin 1.363-1, page 243, 
holds that a non-profit orgacizaticn which, in conducting spats car 
emnts for the p2easurs md resreatioo of its members, p e r ~ i t v  the ganeral 
publ ic  t~ atttind such eveats for a ise on a recurring basis aod so l ic i t s  
pat:ronage by a d ~ e r t i s i n p ,  ciws not qualify for exe~ption as a club 
orgarif eed and operatad exclotsi-:el y €or pleasure, recreation sari other 
non-profitable purpos2s unzet sectlan 50P(c)i7) of the Intersal Reveaue 
C ~ d k i .  

Rarenus Pc~cadur6 71-17, 1971-1 C .B.,  683, establi n t m  rezsrdk~eping 
requireaents for miial  clubs, ra separate nun-mmber inccite, If t t e s e  
rcquSrswentr are ~ e t ,  certain presmptions as to  member 79. non-a6mber 
incomq may tw &ads, as outl ined in the Revenue Prc.\caBuaos. 

Any merelist- ~f the publ ic  can a t t e l ~ d  your activities by paying a fee. You 
do not bars rscords ~f ~ Q D - W M ~ E Z Y ~ ~ ~  i n c o ~ ~ ~ e ,  Tb8 funds are used t o  pay 
the expenses of the club, Ryan i f  ncla-paembers do  not participate, the 
expenlses of tlre c lub  - s m l d  stay the sans. %berefore, the inc- recei;ecf 
from non-oe~bers is subsidizing the operation of the club and is inuring 
to club s~~bers. Advertising t o  encourage tbe public t o  gaq fcr the use 
of the c lub  facility and gortlciyate i n  or att~nd any function or acti*rity 
conducted By your orga~izaticb is prima facie evidence rhat your club is 
fngaging i n  business as previously cited in section l.50l(c) (7 1-1tb) of 
the  Income Pax Regulations. The organization and operation of a clah i n  a 
Banner ahieh constitnt~s a s~btorfuge for doing business vitb the public 
is iuconsf stent with tha  tera ''cf~b'' as used i n  IRC 501 (cf f?! . 



****** **************   

9r1 the basis of the eridcnse pr@ssnted, the reqilremeats fcr exemptloo of 
a soeiaf and recreational clob defi.i,&d in the Code and Iasrme tax 
Beg?&lations, and the interpretation of tbe C ~ d e  iaarf Qeguiatiaas cited i n  
the Revenue Ruliug noted atouc, . r e  hold that 3011 do not pnalify for 
exemption under sectiaa 541(cli7) o f  the f ~ d e .  

Based on the inforlation rubaitt~d, sxeBpt status ail1 not be c.i?coguizad 
under any related paragraph of the Xutelrnal Rereous Code section SOlicj. 

Uakif you bave established an ex?ept statais, you are not relieved of the 
requirments tor  filing Federal income t a x  retrjrss. 

If you do not accept our findings, we recornend that  pcu rzpnest a 
coaferenea ui tb  e aet~ber of our Regional Office of Appeals, four rewest 
fur a conference should include a wrflkzea agp8al qiviog the facts, law and 
any other info~aatioa t o  support your position a? explained in the 
enclosed Publication 892. You w i l l  their ba c ~ u t 4 ~ t e d  t o  arrange a date 
for a conference. The conference may be he ld  a t  the Regional office or, 
i f  you request, a t  aay autually convegient Bfstricz off ice .  If me do not 
hear irw you w i t h i n  30 days of the date of this letter, thin 
deteruinaticn sill become f itaal . 

********  ***************** 
* * * * * * *  * *  ***** * ** ,.= 
 is t i i c  t Director 

Enclosure: Publicatior. 842 


